
Your Australian
Income Fund

Ju
ne

 2
02

4

The mid-point of calendar 2024 is a useful time to take stock

of financial markets and the forces driving them.  



1 month 3 months 6 months 1 year 3 years p.a.* 5 years p.a.* Since inception p.a.*

Net Portfolio Return (Wholesale)** 0.5% -0.3% 1.0% 4.2% 2.8% 3.8% 5.25%

Income 5.3% 4.3% 3.6% 3.8%

Capital Growth -1.1% -1.5% 0.1% 1.4%

Volatility 4.4% 5.1% 5.6% 4.8%

Benchmark 0.6% 1.8% 3.7% 7.4% 5.5% 4.7% 4.7%

Security Weighting (%)

SBS Mortages Series 1 trust 7.8%

BHP Group Limited 1.5%

Newmont Corporatio Cdi 1.1%

Coles Group Ltd 1.0%

NAB Float 10/05/2027 Corp 1.0%

BONDS &
FLOATING

RATE NOTES
18.8%

OTHER EQUITIES
13.2%

UTILITIES &
INFRASTRUCTURE
3.9%

CASH
45.5%

REAL ESTATE INVESTMENT
TRUST (REIT) EQUITY
5.9%

PREFERENCE SHARES 
INCL. CAPITAL NOTES 
4.9%

The Fund provides exposure to a diversified portfolio across
multi-asset income securities, including access to investments
across the entire capital structure of a company. The investment
approach employed leads to lower overall portfolio risk when
compared to equity markets.
At times, the level of cash or cash equivalents may be higher
where elevated market uncertainties present an elevated risk of
capital loss.

The Clime Australian Income Fund (“Fund”) is a multi- asset class
portfolio that invests in high-quality income generating assets. The
Fund provides exposure to higher yielding securities in both listed
and over the counter markets. The Fund aims to achieve a total
return of 3% p.a. (after fees) over the Reserve Bank of Australia cash
rate, whilst maintaining relative price stability. This fund is
available to retail and wholesale investors.

Note: Compound (geometric) returns are used in the above table’s segmentation of Income and Capital Growth. This may result in small differences when compared with a simple addition of
Income and Capital Growth components. Performance figures calculated after all applicable fees and taxes. Figures for more than 1 year are annualised. Compound (geometric) returns are
used in the above table’s segmentation of Income and Capital Growth. This may result in small differences when compared with a simple addition of Income and Capital Growth components.
*Inception: 1 July 2015. **The returns shown above are reflective of the Wholesale class only. Returns for the Retail class will be lower due to the higher fees associated with this investor class.
Portfolio return is based on the change of the unit price including distributions but excluding franking credits. Franking credits will enhance portfolio returns and historically, have added
about 0.2% pa to Fund returns. Past results are not a reliable indicator of future performance and results.
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The Fund is designed for investors who:
Seek regular income above the RBA cash rate in
the form of consistent quarterly cash
distributions.
Are seeking reduced volatility.
Have a minimum investment timeframe of 3
years.

We aim to identify and manage risk as far as is
practicable at both the individual investment and the
Fund level. Risk management is conducted principally
by careful portfolio construction.

Risk Management

Investor Suitability

REALESTATE INVESTMENT
TRUST (REIT) CREDIT
7.8%

Jun Woo Jun
Investment Analyst



Market Commentary 

The mid-point of calendar 2024 is a useful time to
take stock of financial markets and the forces
driving them. Key themes that dominated the
first six months included the scaling down of
interest rate cut expectations in the face of
persistent inflation, the resilience of the US
economy, and a mixed picture in Europe and
Asia. The key factor driving global markets
remained the expectations for interest rates, and
disappointing inflation data meant that markets
anticipate that the US Federal Reserve will keep
rates unchanged at a two-decade high until there
is unequivocal evidence that inflation is declining
towards their target of 2%. Rising political
uncertainty with a number of elections being held
across the globe was also a factor over the past
few months, and will continue to be so until the
US votes in November.

Over June, the ASX 200 Accumulation Index was
barely changed (+0.9%), but that disguises large
variations between sectors. Financials,
Healthcare and Consumer stocks all performed
well, while Materials and Energy stocks were
weaker. In the US, indexes were higher, with the
benchmark S&P 500 up 3.6%, but performance
remains concentrated driven by the large mega-
cap technology names. Other global markets
were mixed: Germany’s DAX was down 1.4%, the
French CAC down 6.2% (shocked by President
Macron’s calling of a snap election and the strong
showing of the far-right National Rally), and
Britain’s FTSE was down 1.3%. Japan’s Nikkei
was up 2.8%. 

US and global bonds ended the month with yields
generally higher and prices lower, affected by
political uncertainty in France, and a growing
sense that Donald Trump is gaining the lead over
Joe Biden in the race for a second term. Long-
term US government bond prices fell sharply
following Biden’s disastrous performance in the
presidential debate, despite the lowest year on
year print for the personal consumption
expenditures figure since March 2021. We think
the bond market is reacting to the increased
probability of a second term in the White House
for Trump, and fears that tax cuts will worsen
deficits. 
 
Central banks have indicated that official rates
are likely to stay higher for longer and that they
will not be rushed into rate cuts in the next few
months. US ten-year Treasuries stabilised around
4.4%, with Australian government ten-year bonds
at 4.3%. The AUD was slightly stronger over the
month, settling around US$0.67 but remains
weaker than we think it ought to be. Resources
were mixed, with oil up, gold unchanged, and
iron ore and coal both sharply weaker. The VIX
volatility index remained at very low levels over
June. 

The US economy has shown more resilience than
most people expected when the Federal Reserve
started raising interest rates in March 2022. But
now, more than two years into the Fed’s
tightening campaign, we find ourselves in a state
of unstable equilibrium, with forces pulling the
economy in oppositive directions. 

On the one hand, the lagged effects of Fed rate
hikes continue to rein in growth, with higher
borrowing costs biting into over-leveraged
consumers, corporates, and banks. This is
causing rising consumer delinquencies, higher
corporate bankruptcies, and increased pressure
on some banks’ balance sheets, especially
smaller regional banks. 

On the other hand, the Fed “pivot” in December
2023 triggered an easing of financial conditions:
bond issuance surged, M&A activity awakened,
risky assets rallied, and bond spreads tightened.
These easier conditions have at least partly
neutralized the effects of the Fed hikes, paving
the way for a re-acceleration in both economic
growth and inflation. 

Given the current underlying strength of the US
economy, we believe that easier financial
conditions will continue to offset the effects of
the Fed rate hikes, at least for the next couple of
quarters, driven by strong consumer spending
(particularly on services), high government
spending, strong corporate earnings, and the
wealth effect triggered by rising asset prices. 
 
As a result, we expect US economic growth to
maintain at around 2.5%, on the back of a still
strong employment market. We also expect
inflation to remain above the Fed’s 2% target for
the near future, and thus, in all probability,
interest rates will remain higher for longer. 

The current phase of elevated US rates means
the USD is likely to remain strong in the short
term, though longer term, we anticipate a period
of greenback depreciation as US growth slows
more noticeably, the Fed lowers interest rates
and global financial conditions ease in 2025. 

The economic growth divergence between the
US and major developed economies that was
apparent early this year may be turning to closer
convergence. There are tentative signs of an
approaching US economic slowdown, while
European economies remain on an overall
gradual upswing. We also observe a convergence
on the inflation and interest rate front.
Internationally, low productivity combined with
labour cost pressures is contributing to lingering
inflation risks, which could lead to later or more
gradual easing from many foreign central banks. 

Converging growth trends are matched with a
global economic outlook that has softened and
become modestly more uncertain. Election
outcomes across many emerging economies
(e.g. India, South Africa), and elections in France
and the UK (in July) and the US (in November),
have created temporary uncertainty; however,
while we expect a fair degree of policy continuity
and only moderate deviations from previous
policy paths, political uncertainties have
unquestionably increased. 

Australia 

Australia’s financial markets have marked time
over the last few months as investors continued
to assess the outlook for the Reserve Bank of
Australia's monetary policy. The RBA June
meeting minutes showed that the board left the
door open for a rate hike if required. The minutes
noted wages growth had likely passed its peak
and highlighted that risks to the labour market
“were seen to be to the downside.” On GDP
growth, the minutes noted that growth in GDP
had been weak and reflected subdued activity in
the more interest rate-sensitive parts of the
economy. The minutes also noted that consumer
spending over the preceding 18 months had
been revised upwards, bringing it closer into line
with historical averages. That said, on the
hawkish side, the minutes flagged the recent
upward revisions to consumption and the need
to remain vigilant to upside risks to inflation. 
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During June, data revealed that Australia’s
monthly CPI rose by 4% in May, accelerating from
a 3.6% advance in April and surpassing market
expectations of a 3.8% increase. This has fuelled
speculation that the RBA might raise interest
rates in August. However, we think it unlikely that
policy decisions would be made based on a single
month’s inflation report, and further information
will be required before the RBA changes course. 

The current economic challenge is that any good
news on the activity front is likely bad news for
the interest rate outlook – which in turn is likely
bad news for the equity market outlook. The RBA
remains concerned about lingering inflationary
pressures given limited spare capacity, and
simply does not want to see much of a lift in
overall demand anytime soon. 

China 

The Chinese economy has been facing a post-
Covid period of slowdown, with slowing exports,
deflation in its highly leveraged housing sector,
and demographic deterioration (which can erode
consumer spending over time). Additionally,
trade conflicts with its global trading partners
(especially the US, now that most disputes with
Australia have been resolved) have revived fears
of tit-for-tat restrictions on imports, which could
lead to an aggregate slowdown in both global
commerce as well as the flow of capital, both in
foreign-direct investments and capital markets.
No doubt, Chinese leaders will be watching the
US Presidential election closely, with Trump’s
proposals to extend tariffs on Chinese imports up
to 60% in their focus. 

Despite expected “bumps in the road”, we remain
optimistic that inflation will continue to decline,
that a soft landing for the global economy is the
most probable scenario, and that 2024 is likely to
see positive share market returns helped by
falling rates later in the year or early in 2025. With
share markets hitting new highs in recent
months, it is time to be selective in constructing
resilient and diversified portfolios. As we enter
the second half of the year, the risks for equity
holders are rising. Growth momentum is slowing.
Valuations are elevated, and markets are
concentrated. Geopolitical uncertainty is high.
The focus on earnings is likely to be more critical
during the next two quarters. 
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BUY Fixed Income Assets

NAB 3y senior FRN This 3 year senior debt was priced at 70bp over the 90BBSW. 

BOQ 5y senior FRN This 5 year senior debt was priced at 125bp over the 90BBSW. 

NAB 10NC15 Tier 2 subordinated debt This 10NC5 fixed to floating NAB subordinated debt was priced at 6.342%.

Bendigo 3y senior FRN This 3 year senior debt was priced at 100bp over the 90 days BBSW. 

Avanti 2.25NC4.5 senior debt
This high yield senior alternative fixed income asset was priced at 4.85% over the
90BBSW.  

NAB Series 8 Capital Notes
We participated in this Tier 1 capital note, as a temporary measure to generate higher
regular income for the quarterly distribution to assist us with the large inflow in June
quarter 2024.  

Teacher Mutual Bank 3y FRN This 3 year senior debt was priced at 130bp over the 90BBSW. 

Portfolio Activity

All statistics referenced are sourced from the named Company’s ASX announcements or share prices unless otherwise stated.

Equity Trustees Limited (“Equity Trustees”) (ABN 46 004 031 298), AFSL 240975, is the Responsible Entity for the Clime Australian Income Fund (ARSN: 633 255 099). Equity Trustees is a subsidiary of EQT
Holdings Limited (ABN 22 607 797 615), a publicly listed company on the Australian Securities Exchange (ASX: EQT). 

This publication has been prepared by Clime Asset Management Pty Limited ABN 72 098 420 770, AFSL 221146, to provide you with general information only. In preparing this report, we did not take into
account the investment objectives, financial situation or particular needs of any particular person. It is not intended to take the place of professional advice and you should not take action on specific
issues in reliance on this information. Neither Clime Asset Management Pty Ltd, Equity Trustees nor any of its related parties, their employees or directors, provide any warranty of accuracy or reliability
in relation to such information or accepts any liability to any person who relies on it. Past performance should not be taken as an indicator of future performance. You should obtain a copy of the
Product Disclosure Statement before making a decision about whether to invest in this product. A Target Market Determination is a document which is required to be made available from 5 October
2021. It describes who this financial product is likely to be appropriate for (i.e. the target market), and any conditions around how the product can be distributed to investors. It also describes the events
or circumstances where the Target Market Determination for this financial product may need to be reviewed. You can access the Fund’s Target Market Determination here.

*The distributions and franking credits shown above are reflective of the returns for the Wholesale class only. Returns for the Retail class will be lower due to the higher fees associated with
this investor class.

Period Ending Wholesale Units (cents per unit)

30-Jun-24 2.615

31-Mar-24 1.0338

31-Dec-23 1.1814

30-Sep-23 0.903

Distributions*

https://www.eqt.com.au/corporates-and-fund-managers/fund-managers/institutional-funds/institutional-fund-manager?f=781700f4-542a-4d16-86ec-9ba78ec02843
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BUY Equity Assets

Regal Partners Limited (RPL.ASX)

Regal Partners Limited (ASX:RPL) is an investment manager offering a variety of
alternative investment strategies across long/short equities, credit and royalties, real
and natural assets, multi-strategies and private markets.  The Alternatives asset class
remains under allocated in APAC, where Alternative Assets Under Management (AUM)
stands at c.9% of GDP vs the US at 26% and Europe at 16%.

We believe RPL can achieve higher growth compared to traditional equities given the
anticipated higher growth in the alternative space in the mid-term and a sustainable
5.0%+ fully franked dividend.

Medibank Private Limited (MPL.ASX) and Newmont
Corporation (NEM.ASX), CSL Limited (CSL.ASX),
Worley Limited (WOR.ASX),

Arena REIT, (ARF.ASX), Growth Point Property Group
(GOZ.ASX), IGO Group (IGO.ASX), Mirvac Limited
(MGR.ASX), Region Group (RGN.ASX) and Rural Farms
Group (RFF.ASX)

Topped up during the quarter on individual stock price weakness. 

Infratil (IFT.ASX)
We participated in the placement of IFT to top up our holding.   IFT.ASX is a quality
long term stock with sustainable income with assets in data centres, renewables,
health and aged care. 

SELL Fixed Income Assets

Optus Finance Limited and GTA Finance Pty Limited
corporate bonds

Exited these lower fixed rate shorter duration corporate bonds in a switch to higher
longer duration floating rate bonds. Taking advantage of the larger inflow to
rebalance the fixed income securities portfolio over time. 

SELL Equity Assets

NAB (NAB.ASX)
We reduced and took profits on NAB as we consider it expensive, and switched the
proceeds to RPL.ASX.

Portfolio Activity

All statistics referenced are sourced from the named Company’s ASX announcements or share prices unless otherwise stated.

Equity Trustees Limited (“Equity Trustees”) (ABN 46 004 031 298), AFSL 240975, is the Responsible Entity for the Clime Australian Income Fund (ARSN: 633 255 099). Equity Trustees is a subsidiary of EQT
Holdings Limited (ABN 22 607 797 615), a publicly listed company on the Australian Securities Exchange (ASX: EQT). 

This publication has been prepared by Clime Asset Management Pty Limited ABN 72 098 420 770, AFSL 221146, to provide you with general information only. In preparing this report, we did not take into
account the investment objectives, financial situation or particular needs of any particular person. It is not intended to take the place of professional advice and you should not take action on specific
issues in reliance on this information. Neither Clime Asset Management Pty Ltd, Equity Trustees nor any of its related parties, their employees or directors, provide any warranty of accuracy or reliability
in relation to such information or accepts any liability to any person who relies on it. Past performance should not be taken as an indicator of future performance. You should obtain a copy of the
Product Disclosure Statement before making a decision about whether to invest in this product. A Target Market Determination is a document which is required to be made available from 5 October
2021. It describes who this financial product is likely to be appropriate for (i.e. the target market), and any conditions around how the product can be distributed to investors. It also describes the events
or circumstances where the Target Market Determination for this financial product may need to be reviewed. You can access the Fund’s Target Market Determination here.

https://www.eqt.com.au/corporates-and-fund-managers/fund-managers/institutional-funds/institutional-fund-manager?f=781700f4-542a-4d16-86ec-9ba78ec02843

